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Abstract: 
Public private partnerships (PPP) have been widely used as a method for public 
infrastructure project delivery not only locally and internationally, however the 
adoption of PPPs in social infrastructure procurement has still been very limited. The 
objective of this paper is to investigate the potential of implementation of current PPP 
framework in social affordable housing projects in South East Queensland. Data were 
collected from 22 interviewees with rich experiences in the industry. The findings of 
this study show that affordable housing investment have been considered by the 
industry practitioners as a risky business in comparison to other private rental housing 
investment. The main determents of the adoption of PPPs in social infrastructure 
project are the tenant-related factors, such as the inability of paying rent and the 
inability of caring the property. The study also suggests the importance of seeking 
strategic partnership with community-based organisation that has experiences in 
managing similar tenants’ profiles. Current PPP guideline is also viewed as 
inappropriate for the affordable housing projects, but the principle of VFM framework 
and risk allocation in PPPs still be applied to the affordable housing projects. This 
study helps to understand the viability of PPP in social housing procurement projects, 
and point out the importance of developing guideline for multi-stakeholder 
partnership and the expansion of the current VFM and PPPs guidelines.  
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1. Introduction 
 
Over the last thirty years, partnerships between the public and private sectors has 
become a fashionable supplement to traditional public sector funding models for 
delivering public infrastructure and related services by using private funding 
(Broadbent & Laughlin, 2003; Edwards & Shaoul, 2003).  The private sector has 
participated in many public infrastructure projects (Carroll & Steane, 2000) and these 
type of collaboration has been referred to as Private Finance Initiative (PFI) and 
Public Private Partnerships (PPPs) but the latter is the more commonly used term 
(Melbourne University Private, 2003).   
 
Infrastructure is classified by economic and social infrastructure and within hard 
(physical) and soft infrastructure.  According to (Halligan, 1997), social infrastructure 
requires government subsidy, which includes schools, hospitals, prisons, affordable 
housing and other public buildings used to provide services where the user pays, are 
insufficient to satisfy investors’ required rates of return on the project. Gurran, et al. 
(2008) also pointed out that social infrastructure may be funded through direct 
government funding, user pay systems, development impact fees and developer 
contribution schemes. Previous literature refers social housing is a hard social 
infrastructure (Grimsey and Lewis, 2004: 21). This study focuses on social housing 
which is part of the social infrastructure.  Over the last decade, much attention has 
been paid to the implementation of PPP in hard infrastructure such as building and 
civil engineering projects, there has been insufficient attention given to the soft 
infrastructure, in particular the social infrastructure project. Little has been known in 
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the implementation and evaluation of PPPs in social infrastructure procurement 
projects. The aim of this study is to discuss the potential of implementation of current 
PPP framework in social infrastructure. This study is based on completed affordable 
housing projects in South East Queensland. Data were collected from interviews 
among housing providers. 
 
2. Literature review 
 
2.1 Definition of Public Private Partnerships (PPPs) 
Public private partnerships (PPP) is widely used as a method for public infrastructure 
project delivery in Australia and overseas, the perceptions and definitions of PPP 
however are still varied. For example,  in the United Kingdom, HM Treasury defines 
PPP is a way to bring ‘public and private sectors together in long term partnership for 
mutual benefit’ (Crown, 2000).  In Canada, the Canadian Council for Public-Private 
Partnerships (2003) views PPPs as ‘a cooperative venture between the public and 
private sectors, built on the expertise of each partner, that best meets clearly defined 
public needs through the appropriate allocation of resources, risks and rewards’.  In 
Queensland, Australia, the Queensland Department of State Development (2002e, 
p.2) defines PPPs as ‘a risk-sharing relationship between the public and private 
sectors to deliver timely public infrastructure and related non-core services’. The 
Commonwealth Government of Australia introduced a private financing policy which 
has been extended to each state’s partnership policy under different names, for 
example, Partnerships Victoria, Privately Financed Projects for New South Wales and 
Public Private Partnerships for Queensland, South Australia and Western Australia.  
The Northern Territory is also developing a similar policy (English & Guthrie, 2003; 
Melbourne University Private, 2003; Richman, 2003). The Commonwealth Policy 
Principles for the use of Private Financing stated three core principles: (i) value for 
money (VFM); (ii) transparency, and (iii) accountability. In this context, VFM is 
comparing the output and costs of private financing proposals against a neutral 
benchmark, the Public Sector Comparator (PSC), an indicator which reflects the most 
efficient public sector delivery option likely to be achieved for the relevant project. 
PSC is prepared on a risk-adjusted basis and compares the Net Present Value (NPV) 
using an appropriate discount rate for the whole-of-life and whole-of-government 
basis. A number of value-adding opportunities are suggested (Australian Government, 
2006; Grimsey & Lewis, 2004. p.249; State Development, 2002a, pp 4-5) and which 
can be obtained from a private financing proposal: 
• Innovation incentives to raise efficiency in design and operation; 
• Risk allocation and risk transfer, access to specialist expertise in the private sector 
to optimise outcomes; 
• Improved asset utilisation, more efficient utilisation of economic assets (value for 
money); 
• Ownership and management synergies, synergies (design-construct-operate); 
• Improved project management, cost, time and operating efficiency of the end 
product (whole of life costing) by transparent accountability procedures; and,  
• Economies of scale and competitive process 
 
The European PPP survey of 2001 highlights the key drivers of private financing as 
budget deficit and search for greater efficiency, creativity, satisfying growing 
demands and the expectation of new and existing ageing infrastructure (Grimsey & 
Lewis, 2004, p.234).  The survey also suggests that political will, public acceptance, 
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legal frameworks, quality practitioners and readily available finance may facilitate 
private sector participation in supporting viable infrastructure projects. Despite these 
benefits, PPP is not considered by some scholars and industry people as a solution for 
all infrastructure projects, as it is too complex and costly for small projects.  For 
example, Sharp and Tinsley (2005, p.6) state that PPPs involve considerable 
administrative cost and will be only be used for procurement of large and long term 
projects to justify the additional cost.  The threshold of value and time are different 
for different states. The time threshold varies between 5 to 30 years.  
 
2.2 Evaluation of the Viability of PPPs in Infrastructure Project in Queensland 
Australia 
Over the last few years, issues of the evaluation approach of PPP project have 
received increasing attention. Grimsey and Lewis (2004) discuss the evaluation of 
partnership performance including: business analysis, assessment of cashflows, risk 
analysis, organisational health and service performance indicators. In business 
analysis, two performance management examples in the strategic (macro) level and 
project level are analysed. Analysis of the cashflow includes a history of cashflow and 
projected future cashflow using financial models, risk matrixes, scenarios and 
sensitivity and simulation analyses.  The risk analyses consider the impact of retained 
and transferred risk using project specific risk matrixes and PSC. In addition to the 
project level analysis, organisations measure its health based on its financial position 
(credit worthiness/solvency), quality and quantity of operations and management 
personnel (Grimsey & Lewis, 2004).  The financial position indicators are based not 
only on internal financial audit reporting, but also external credit ratings such as 
Moody’s Investor Service or Standard and Poor’s ratings.  Personnel matters include 
professional development and quality of all levels of management, including the 
Board of Directors role. 
 
In Queensland Australia, the VFM assessment for the PPP projects includes economic 
assessment based on cost benefit analysis techniques (triple bottom line), financial 
assessment based on risk adjusted discounted cash flow to compare NPV and 
qualitative assessment (State Development, 2002a, p. 25). The quantitative 
assessment is based on the discounted cash flow analysis and is followed by a 
sensitivity analysis and scenario analysis. The sensitivity analysis is conducted of 
value drivers such as asset utilisation, innovation, risk allocation, economies of scale 
and whole of life costing. The variables reviewed are capital costs, operating and 
maintenance costs, refurbishment costs, discount rate, inflation rate and equity rate of 
return (State Development, 2002a, p.30). Three scenarios provide the range of 
possible outcomes from the best case, expected case and the worst case for PPP and 
PSC options which are conducted by changing a combination of VFM drivers. In 
Queensland Australia, the State Government released a PPP policy in September 2001 
with the aim of improving value for money (VFM) in public infrastructure and service 
delivery projects, including housing.  The policy only applies to major infrastructure 
projects where ‘the expected capital value will exceed AUD $30 million or the net 
present value (NPV) or the strategic priority will exceed AUD $50 million during the 
term of the contractual relationship’ (State Development, 2002c, p.5). Queensland has 
the highest value threshold of any state in Australia, and the value for money test will 
only apply for project with a capital value that exceeds AUD $30 million or a Net 
Present Value (NPV) that exceeds AUD $50 million (State Development, 2002b, p.6).  
The minimum NPV requirement is AUD $10 million in Victoria (VIC) or AUD $20 
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million in NSW, Northern Territory and the Australian Capital Territory, or can be 
bundled together with similar projects to overcome the threshold (Sharp & Tinsley, 
2005, p.6). 
 
After passing the value threshold, the work will be prioritised based on affordability 
and value for money (State Development, 2002b, p.6). The main criteria for the 
project in Queensland, that will provide value for money (VFM) is focus on better 
risk management by the private sector. Then, the PPP business case can be developed 
by comparing best-practice traditional procurement processes with hypothetical 
partnership models and the Public Sector Comparator (PSC) model (State 
Development, 2002b, p.7). The process of development of the PPP business case 
begins with a preliminary assessment of the viability of the project (VFM), the 
development of output specifications, reference project and PPP project. Development 
then progresses to completion of a risk analysis and risk allocation matrix, market 
sounding, public interest assessment using an impact matrix, specialist studies - 
environmental, cultural heritage, native title - and employee, employment and skill 
development assessment.  To finish, the PPP business case is finalised by 
development of the PSC, partnership model and VFM assessment of project delivery 
options. 
  
Risk is allocated to the stakeholders that can best manage them.  The risk allocation 
matrix includes the risk category, description, consequence, mitigation and likely 
preferred allocation (State Development, 2002d, pp. 48-62). Risk allocation has been 
identified as being essential to the success of these PPP infrastructural projects. Table 
1 summaries the type of risks and risk allocation available under current the PPPs 
framework. 
 
The guidelines under which the Queensland PPP system operates are perceived by 
some parties as restrictive, in terms of acceptable project identification and funding 
parameters, that there are very limited affordable housing projects which fall within 
its scope.  Affordable housing will need a broader context of partnerships not only 
PPP type of agreement.  Although the Queensland Department of Housing does not 
limit the type of partnerships to those between two parties (public and private sectors), 
an integrated regulatory framework is required to attract more partnership in 
affordable housing (Queensland Department of Housing, 2003b). 
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Table 1 Risk Allocation Preferences for PPPs infrastructure Project 
No. Type of risks Responsible stakeholders 
1 Site risk  Mainly private sector, unless for native title or 
cultural heritage problems government will be 
involved (or in Victoria, in charged) 
2 Design, construction and 
commissioning risk 
Mainly private sector and transfer it to builder 
3 Sponsor risk Government 
4 Financial risk Shared risk for interest rates, mainly private sector 
responsible in obtaining funding debt or equity 
5 Operating risk Mainly private sector, unless government changes 
output specification 
6 Market, network and interface risk Mainly private sector, unless government withdraws 
or varies network in an unanticipated way 
7 Industrial relations risk Private sector 
8 Legislative and government policy risk Private sector unless government change the law or 
policy by compensate the private party 
9 Force Majeure risk Mainly private sector which transfers it to insurance 
company 
10 Asset ownership risk Mainly private sector, but government will bear the 
risk of termination value below the contract 
Source: Adapted from Grimsey & Lewis (2004 435, pp.180-182); Sharp & Tinsley (2005 484, pp.28-
34) 
 
2.3 Social Housing 
Social housing is regarded as low-cost housing, or public housing for low-income 
households, and these terms usually have negative connotations (Susilawati et al., 
2005: 1). Traditionally, the low-cost housing is considered as the house with quality 
which is below standard to minimise building cost. Social housing also has ‘not for 
profit’ inference which may impede private sector involvement in this type of 
investment.  In Queensland, public housing has developed a stigma for concentrated 
low-income housing with high crime rates. Because of these, the Queensland 
government introduced affordable housing as new terminology to mitigate the stigma 
attached to the name. The Queensland Department of Housing (2004, p.1) defines 
affordable rental housing as those dwellings appropriate to the needs of low-income 
households in terms of design, location and access to services and facilities as well as 
having rent charges which do not exceed 30% of gross household income for people 
in the lowest 40% of the income range.   
 
Further collaboration between government and the private sector is in the housing 
sector supported explicitly within the Commonwealth State Housing Agreements 
(CSHA). Partnership initiatives are endorsed by both Federal and State governments 
through the CSHA. Social housing is a new scheme that ‘involves partnerships 
between public sector bodies, private entities and non-profit organisations’ (Grimsey 
& Lewis, 2004, p.1). The State Government pursues partnerships with the private 
sector to deliver additional affordable housing (Queensland Department of Housing, 
2003a).  For example, Housing Industry Association Ltd (2003) states ‘a national 
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partnership amongst all the players in the housing market … is essential to identify 
and deliver real reform to the housing market’. One of the key measures for the 
Department under the proposed 2003-2008 Commonwealth State Housing Agreement 
(CSHA) is an increase in private and community sectors and Local Government 
involvement in social housing provision (Queensland Department of Housing, 2003a). 
 
The Queensland Department of Housing perceives affordable housing by partnership 
arrangements as important issues, by stressing the partnership initiatives in its 
Strategic Action Plan (Queensland Department of Housing, 2001). A diversity of 
partnership arrangements between the public and private sectors and not-for-profit 
organisations have been mounted to provide wider options to satisfy the equally broad 
range of affordable housing needs. On the other hand, the lack of affordable housing 
partnership arrangements has shown that many stakeholders still do not have enough 
confidence in the benefits of collaboration. An ad hoc partnership project will make 
very little impact on affordable housing outcomes (Seelig, 2004). In Australia, 
community/private partnerships have been endorsed by national development industry 
bodies such as the Urban Development Institute of Australia (UDIA), the Housing 
Industry Association (HIA) and the Property Council of Australia (PCA). The 
Queensland Community Housing Coalition (QCHC) will provide the medium to 
develop relationships between community housing, the private sector and 
governments to increase the supply of affordable housing (Queensland Community 
Housing Coalition, 2003). Furthermore, these organisations are able to manage 
affordable housing more cost effectively than either government agencies or the 
private sector, due to their privileged tax exempt status as not-for-profit organisation. 
 
In Australia, despite much attention paid to the evaluation of PPP in building and civil 
engineering projects, very little is known of the implementation of PPP in the social 
infrastructure project. To fill this knowledge gap, this study was designed to evaluate 
and understand the viability of PPPs in social infrastructure procurement projects in 
Queensland, Australia. 
 
3. Methodology 
 
The qualitative approach is adopted as the research methodology for this study. A 
series of interviews conducted in South East Queensland from October 2007 to 
February 2008. The interviewees comprised major stakeholders who are participants 
in an affordable housing providers’ organisation which develop and/or delivers 
services for low-income tenants. The interview contacts were obtained via a random 
sampling, followed by the snow-ball sampling technique (based on referrals from 
initial interviews), which was used to identify related affordable housing providers in 
both the private and in the not-for-profit organisations. A total of 22 industry 
practitioners accepted our interview invitation. Amongst these interviewers, 13 from 
the ‘not-for-profit’ type of organisations, 6 from private organisations and 3 form the 
government department. All major participants have rich experience in developing 
and managing affordable housing in South East Queensland. The interviewees in this 
study have direct involvement in developing and managing affordable housing in 
Brisbane and surrounding region (beyond the Brisbane City Council) in South East 
Queensland (Table 2).  
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Table 2: Profile of Interviewees 
 
Organisation Interviewee No. of Organisations 
Not-for-profit 13 10 
Private 6 6 
Government 3 3 
 
The qualitative data for this study has been analysed using thematic analysis involving 
the identification of themes, classification of similar themes into the same category, 
calculation and tabulation of the number of organisations that have mentioned them to 
find the main issues suggested by the interviewees.   
 
4. Results and Discussion 
 
4.1 Perceptions of Risk 
In general, there are about 13 organisations (out of 19) have experiences on 
developing or managing affordable housing collaboratively with other stakeholders.  
Interview participants who work in both not-for-profit and private organisations have 
experiences in conducting multi-stakeholder partnerships either in development or 
management of affordable housing stock.   
 
In order to maximise the benefit of real estate development projects, the stakeholders 
need to control and manage investment risk in every stage of the investment. The 
major risks comprise of acquisition risk, planning and approvals risk, property 
specific risk, financial risk, construction and delivery risk, market risk and tenancy 
and property management risk.  Further discussion on risk-assessment practices in 
private rental management confirmed the normal business outcome was at play, and 
the company desired to maximise income and minimise cost. Tenants needing 
affordable housing are not, themselves, empowered to attract an additional supply.  
The risk adverse attitude of most stakeholders works to hinder the implementation of 
collaborative affordable housing projects.  A list of organisational risk responses 
includes risk transfer, acceptance and minimisation are given in Table 2.   
 
Some risks have been transferred at the project level to other stakeholders via: six 
participants suggested the purchasing of insurance; and three participants proposed 
the sub-contracting out as fixed term agreement to other builders; four participants 
recommended by retaining a tenancy bond; or, six participants advised by selling the 
completed development to other institutional or financial investors.  The normal 
insurances that projects require is liability insurance, construction insurance, building 
insurance, and landlord insurance to comply with financial and regulatory 
requirements.   
 
Two participants pointed out that the value of land in a good location will cover the 
bulk of the loan amount as it has a lower loan to value (LTV) ratio than does a 
broader market-based housing development. Affordable housing is given around 65 to 
70 percent of total project cost compared to normal development which is provided 
with around 80 percent. Four housing providers accept a potential loss of income by 
budgeting for contingency costs and vacancy allowances. 
 
 9 
4.2 Risk Minimisation and Allocation 
A risk reduction strategy suggested by five interviewees is the targeted selection of 
affordable housing tenants from low to moderate income workers in key areas - such 
as teachers, police, or nurses.  Such key workers may not be eligible for public 
housing but will still be finding it difficult to find housing which costs less than thirty 
percent of their income.  Three organisations additionally arrange a direct debit on 
renters' incomes via Centrelink’s Pay Management System to ensure that the rents get 
paid on time, and also arrange a complaint mechanism and, a regular property 
inspection system in order to minimise property damage risk during tenancy.   
 
Although eight housing providers have transferred some of the risk (Table 2), they did 
not mention this as part of a risk management strategy since it is part of their business 
process.  As mentioned earlier, the initial evaluation process is very important to 
minimise risk at an early stage.  Seven organisations stated that experienced executive 
and board members have important roles in the selection of good locations for 
affordable housing development.  The not-for-profit organisations use the same risk 
management and business analyses as for-profit organisations.   
 
Table 3 summarises the risk minimising strategies adopted by housing providers. The 
planned pre-lodgement meeting and other initiatives of the Urban Land Development 
Authority (ULDA) approach in Queensland have been recognised by Local 
Government and the surveyed organisations as a valuable effort to reduce the delay of 
development approval processes.  Two organisations indicated a favourable response 
to such an initiative. 
 
Table 3 Risk minimisation strategies utilised by non-government organisations 
Risk Minimisation Strategies Number of 
organisations  
Location risk site 
acquisition 
Valuation and board review, selection of good location   7 
Design/ market risk Market segmentation for key workers  5 
Community risk Not ghetto, mixed housing  6 
Government supports and 
political risk 
Managing councils’ expectations  3 
Development approval/ 
planning risk 
Pre-lodgement meeting 
UDLA’s (Urban Development Land Authority) 
approach  
3 
Funding and financial risk  The financier minimises the risk by low loan to value 
ratio (LTV) to improve service ability for loan payment  
2 
Delivery/ procurement 
risk 
Fixed construction contract and contingency  
Strategic partnerships  
3 
5 
Cost risk Planned and fixed cost contracts  3 
Tenant risk Centrelink direct debit facility  
Rental bond, community club, tenant selection process, 
tenant educational programs  
3 
 
5 
Business risk Management system  2 
Reputation risk Select reputable partners  2 
Relationship risk Strategic partnerships with tenants’ support providers 
(for special needs)  
8 
Human resources risk Staff retention program, building capacity, diversifying 
company employment structure  
4 
Source: Susilawati (2009, p.12) 
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While this study has found that low income households will be included in the 
selection process, it also has found that the housing providers may prefer to select 
tenants with higher incomes in order to reduce their risk. These organisations’ tenant 
selection processes uses a similar but more thorough process than does broader 
market-based housing and includes checking the applicants’ tenancy history, applying 
an income affordability check, and interviewing the potential tenants after reviewing 
their application form. This helps to mitigate the higher risks associated with lower 
income groups. More effort is made, importantly, to achieve a good mix of tenants for 
a property, and to match the property to the tenants’ needs. Careful tenant selection 
and allocation will ensure financial sustainability for the project and will reduce the 
likelihood of disturbances.   
 
Five organisations also emphasised the important role of housing providers in 
educating tenants to empower their own economic capability, thus reducing the risk of 
incurring bad debts.  Some identified areas for education were money management, a 
property-care program and employment pathways. These programs help tenants to 
improve their current financial situations, thus enabling some to move into the full 
market housing.  Some of these programs will be delivered by a community club in 
affordable housing complexes, and include activities such as watching movies, 
playing games and outdoor activities such as barbecues.  Some tenants do not like to 
participate in community activities or socialise with their low income neighbours. At 
Kelvin Grove Urban Village (KGUV), the community hub in the village has been 
used for different activities associated with family fun, education and arts.  Not-for-
profit organisations and private managers such as real estate agencies/developers have 
thus reduced the perceived risks associated with the provision of affordable housing 
by establishing strategic partnerships. Ten of the surveyed organisations responded 
favourably to this form of risk minimisation. Eight surveyed organisations also 
referred to needing to provide additional support to tenants with special needs. 
 
All organisations indicated support for government initiatives in this area of providing 
affordable housing.  Support for the provision of subsidies and indirect funding 
through improvements to the supply of land and to planning mechanisms, as well as 
improved risk mitigation efforts were mentioned. It was suggested that the 
government could provide assurance as a safety net for housing providers and 
financial institutions; the government could offer a safe investment guarantee similar 
to government bonds in order to generate an increased supply of affordable housing; 
and that a formalised risk management process could include the development of a 
risk register.  Such initiatives would help to attract more investors to the provision of 
affordable housing which would then be seen as a more manageable though still risky 
investment.   
 
Community organisations which provide tenant support programs and private real 
estate agencies have evidently reduced perceived risks for property managers (and 
landlords) in providing affordable housing to at risk householders by arranging 
strategic partnerships (Croft 2001). Short, et al. (2008, p.46) state that some property 
managers were offering additional and guaranteed support to tenants with high needs, 
and lifting the burden of tenant management from property managers.   
 
Interview participants recommended that housing providers have seen affordable 
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housing as a high risk investment related to its tenants’ profile, because of four 
reasons as in Figure 1.  More than 70 percent of interview participants agrees that the 
biggest risk related to tenants is inability to pay rent.  Half of the interview 
participants who have experience in developing or managing affordable housing states 
many low income tenants may damage the property.  Those two reasons have 
dominated housing providers to avoid take low income and high need tenants. 
 
Figure 1. Risk experience related to tenants 
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This study supported the findings in Short, et al. (2008) which identified 
discrimination and fairness in the assessment and allocation process against low 
income people in the private market. Although the assessment will include low 
income households, housing providers may select tenants with stronger incomes to 
reduce their risk.  In addition, it is also important to find the best property to fit 
tenants’ needs and also provide a tenancy mix in property.  Tenant allocation will 
ensure financial sustainability and reduce disturbance.   
 
Responding the risk related to tenants, many developers engage not-for-profit 
organisations which have experience in managing affordable housing tenancies.  This 
is not just a reflection of risk minimisation strategy but also strategic partnership 
arrangement as part of integrated risk management strategies.  Table 2 also suggested 
other stakeholders involved in the risk minimisation actions are local government, 
financiers, building contractors and other community-based organisations. Multi-
stakeholder partnership will allow allocation of resources and risk to the best parties 
who will be able to optimise net return and to minimise overall risk.  The preferred 
partnership arrangement is not just based on a short-term formal contract partnerships 
but also long-term agreement or agreement for more than one project.  
 
A summary of risk minimisation and mutual benefits in strategic partnership 
arrangements are listed in Table 4.   
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Table 4 Strategic partnerships used for risk minimisation strategy  
Strategic partnerships with  Risk minimisation strategy Outcome 
Federal or State Government 
through NRAS, seed funding 
Obtaining government direct 
funding 
Favourable investment 
environment 
Financial institution (banks) Financial loan (low LTV) Sound financial package 
ULDA, land developer/ owner Good location High land value and strong 
economic viability 
ULDA, Urban Village or 
Master-planned community 
development 
Mixed-tenure housing and 
sustainable design 
Normalisation image and reduce 
operation cost 
Local Government through 
planning relaxation and 
development approval process 
Pre-lodgment meeting and maintain 
councils’ expectations 
Shorten DA process and reduce 
total cost 
Private investors Sales and lease back volumetric title 
of financial product 
Transfer ownership and 
eliminate developer risk 
Relationship management 
(long-term) contract with 
builders 
Fixed construction contract Transfer risk to builder and 
eliminate construction cost 
increase 
Private real estate agent Market segmentation Diversity of tenants (social mix) 
Support system expertise/ 
network 
Education for tenants to manage 
budget, pathway to employment, 
compliment services 
Sustain ability to pay and care 
the property 
Investment and management 
partnership 
Partner selection Risk sharing and  appropriate 
risk allocation 
Union and staff Staff retention program Good team work 
Insurance company Self-insurance and purchase 
insurance 
Transfer risk 
 
4.3 Potential Implementation of the Current PPP Framework in Social 
Infrastructure 
This study also suggests that planning has an important role in providing incentives 
for private developers to develop mixed housing.  Mixed housing allows the private 
sector to cross-subsidise expenses to develop affordable housing especially from the 
extra income gained from the density bonus and other planning relaxations.  Local 
governments also require the partnership between the developer and not-for-profit 
organisations to manage affordable housing proportions as set in the planning process.  
This will ensure the implementation of affordable housing proportions and provide 
the opportunity, which in most cases has unfortunately not been used, to offer some 
comments on appropriate design in relation to tenant profiles. 
 
Private sector involvement is not limited to the developer, but also across the 
development life cycle. In the development stage, acquiring land and construction 
costs are the major expenses that partnerships may help to ease the implementation 
stage.  Private land owners allow land access for development and reduce capital 
requirement for total development.  One of the social developers has a partnership 
with a building firm to build affordable housing units which have been sold to 
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investors with a fixed building contract.  Long term relationships with private 
developers and builders will allow a reduction in the construction unit price, as well 
as reduce the cost of the building tender. Another social developer has used private 
real estate agents to manage some of its affordable housing portfolio.  In addition, an 
agreement on planned and responsive maintenance between managing organisations 
and private service providers across their housing portfolio will minimise the risk of 
variance in cost and time delay.   
 
The essential partnership in the development stage is with land owners due to a lack 
of land in a good location close to city or transit oriented development2 areas.  The 
partnership with private land owners, community organisations and investors helps to 
acquire land and construct the houses.  The partnership with builders for constructing 
the housing and with tradespeople for maintenance normally consists of relationship 
management rather than a formal financial contract. Strategic partnerships through 
professional associations such as Urban Development Institute of Australia (UDIA), 
Housing Institute of Australia (HIA) and Master Builder Australia (MBA) will assist 
in finding appropriate builders.  After selecting the preferred builder, the other 
projects will be given to the same building firm without going through tender process 
for each project.  The long term relationship management with the builder will 
provide a synergetic outcome.  The builder will be able to bring the cost down 
because of the certainty of the number of projects that will be handled within a certain 
period.  The builder may assist developers in how to build more efficiently and help 
adjust the design if necessary. 
 
The other important partnership is between housing providers and financial 
institutions such as banks, including the big four Australian banks, and small 
community sector banks might provide discount fees, but with the same rates.  Some 
banks that focus on funding the community, such as community sector banking, will 
have more concern around funding projects which will benefit to the community as 
large.  They also will consider and try to help even if the project has low return or is at 
the edge of viability. In addition, different expertise and different investment criteria 
have been viewed as the cause of unequal financial partnerships. The private sector 
has a strong commercial objective which is different from a not-for-profit 
organisation that focuses on social outcomes rather than surplus from the project.  The 
private developer gains an upfront density bonus which is withheld by ten year land 
covenants.  In the long term, the affordable housing will be sold on the open housing 
market.  
 
Any variance in cost and time delay will need to be kept to a minimum in affordable 
housing projects, as it has a very limited margin to absorb the additional costs in each 
step.  In the earlier stage, partnerships with landowners will reduce initial capital 
commitment.  In the construction stage, the builder will have to pay compensation for 
the time delay on handing over the construction.  Most delays are caused by design 
changes and therefore having a standard design will save not just professional fees but 
also avoid delays and additional costs involved. 
                                                 
2
 The Office of Urban Management (2005, p.134) defines Transit Oriented Development as mixed-use 
residential and commercial areas, designed to maximise the efficient use of land through high levels of 
access to public transport. 
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5. Limitations and Conclusions 
 
This research has evaluated the potential of implementation of the current PPP 
framework in social infrastructure. Findings from the interviews show that affordable 
housing investment have been considered by the industry practitioners as a risky 
business in comparison to other private rental housing investment. The main risk 
stated by the interviewees are tenant-related factors, including the inability of paying 
rent and the inability of caring the property. Interviewees from the private housing 
developer pointed out the importance of seeking strategic partnership with 
community-based organisation that has experiences in managing similar tenants’ 
profiles. In addition, the interviewees pointed out that the risk minimisation strategy 
cannot be separated with multi-stakeholder strategic partnership arrangement. Current 
PPP guideline is also viewed as inappropriate for the affordable housing projects, 
however, the interviewees maintained that the main principle of VFM framework and 
risk allocation may still be applied to the affordable housing projects.  
 
Despite these achievements, this research has several limitations that must be 
acknowledged in future studies. This study has not included the impact of two major 
government initiatives that were recently announced which will boost this potential to 
provide more significant housing outcomes. Another limitation is that the current 
cross-section study does not capture the changes of regulatory or government policies 
on the partnership initiatives. This study is also limited in the sample size. A larger 
sample size should be allowed in further studies to ensure that the results can be better 
generalised. This study could be considered as the first step to understand the viability 
of PPP in social housing procurement projects, and this provide some foundation for 
the development of guideline for multi-stakeholder partnership and the expansion of 
the current VFM and PPPs guidelines. The findings of this study could also be 
extended to an international comparison studies, for example, a comparison of PPP in 
social infrastructure procurement projects in Australia and the U.K.  
 15 
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